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TAGS: EAID, EFIN, ECON, PO 

SUB J : FINANCIAL ASSISTANCE FOR PORTUGAL 

REF: (A) STATE 11282, (B) STATE 16773 

1 . ECON COUNSELOR PRESENTED WRITTEN COPY OF PROPOSED AMEND- 
MENTS AND THE UNDERSTANDINGS CONTAINED REFTELS TO BANK OF 
PORTUGAL GOVERNOR SILVA LOPES AFTERNOON OF JANUARY 26. SILVA 
LOPES STATED THAT GOP LAWYERS WILL HAVE TO STUDY PROPOSED 
AMENDMENT TO TITLE OF ANCILLARY AGREEMENT NO. 1 

TO DECIDE WHETHER IT WILL REQUIRE AGREEMENT TO BE SUBMITTED 
TO THE NATIONAL ASSEMBLY. HE CLEARLY WAS DISAPPOINTED THAT 
USG CANNOT AT THIS TIME AGREE TO A REFERENCE TO THE PROPOSED 
$1.5 BILLION CONSORTIUM LOAN IN COVERING LETTER OF AGREEMENT. 

SILVA LOPES STATED THAT PRIME MINISTER HAD BEEN ADAMANT 
IN INSISTING ON SUCH A REFERENCE. HE PROMISED, HOWEVER. 

TO RAISE ISSUE WITH PRIME MINISTER AGAIN. PROVIDING HIM ALSO 
WITH COPY OF FORD ADMINISTRATION'S SUBMISSION TO U.S. 

CONGRESS REQUESTING FUNDS FOR USG PARTICIPATION IN 
CONSORTIUM. 

SECRET 

SECRET 
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2. ALTHOUGH GOP DID NOT REACH AGREEMENT WITH IMF ON FIRST 
TRANCHE STANDBY, SILVA LOPES CLAIMS THAT HE IS NOT 
REPEAT NOT VERY PESSIMISTIC ON THIS ACCOUNT. INDEED, 

HE FEELS THAT ACCORD ON FIRST TRANCHE WILL BE ACHIEVED 
AND THAT GOP WILL REQUEST NEGOTIATIONS IN APRIL FOR 
SECOND TRANCHE STANDBY. MAJOR STUMBLING BLOCK, ASIDE 
FROM DEVALUATION ISSUE, IS IMF PROPOSED CEILING ON 
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BANKING SYSTEM'S CREDIT TO PUBLIC SECTOR. GOP HAS SET 
LIMIT FOR SUCH CREDITS OF 49 BILLION ESCUDOS. IMF WOULD 
LIKE TO REDUCE THAT AMOUNT TO A MAXIMUM OF 40 BILLION 
ESCUDOS, OR, UNDER PREFERRED TARGET, TO 30 BILLION. 

3. SILVA LOPES PROMISED TO PROVIDE RESPONSE ASAP. 

CARLUCCI 
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